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CHAPTER 3. SPECI AL APPROVAL REQUI REMENTS FOR
DI FFERENT LEDGER TYPES

ELIG BILITY REQU REMENTS. A financial institution nay be approved to
participate in HUDUFHA's Title | insurance prograns as one of the |ender
types discussed in this Chapter. The financial institution nust neet
the general approval requirenments of Chapter 2 of this Handbook as well
as the specific requirenments discussed bel ow for each | ender type.

APPLI CATI ON FORVMS AND MAI LI NG ADDRESSES. Application forms are

avail able fromlocal HUD field offices as well as the Lender Approval
and Recertification Division at the address and tel ephone nunber listed
bel ow. Sanple copies of the forms are attached to this handbook as
Appendi x 4.

A.  SUBM SSI ON OF APPLI CATION. The compl eted application forns and
exhi bits should be sent to:

U.S. Dept. of Housing and Urban Devel opnent
Lender Approval and Recertification Division
Room 9146

451 Seventh St. SW

Washi ngt on, DC 20410

Tel ephone: (202) 708- 3976

B. SUBM SSI ON OF APPLI CATION FEE. The required application fee and
Transmittal Form contained in the Application Formnust be sent to
the Departnment's | ockbox at the foll owi ng address:

HUD
P. O Box 198608
Atl anta, GA 30384

TITLE | APPLI CANTS W TH CURRENT TITLE Il APPROVAL. A nortgagee
currently approved under Title Il (approved to participate in HUD FHA s
single fam |y nortgage i nsurance prograns), that wi shes to participate
inthe Title | programnmay be eligible to use a streamnined approval
process for approval of its nmain and branch offices provided that:

A.  THE FINANCI AL INSTITUTION is currently HUD/ FHA- appr oved
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under Title Il as a Supervised, Nonsupervised or a Supervised Loan
Correspondent nortgagee; or

B. THE FI NANCI AL | NSTI TUTI ON has been approved as a Loan Correspondent
for less than 6 nmonths. Any Loan Correspondent whose approval is
over 6 months ol d MJUST provide full docunentation as noted in
Par agr aph 3- SC.
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C. REQUI RED DOCUMENTATI ON FOR STREAMLI NE APPLI CATI ONS
1. Ei t her

a. Form HUD 92001-L - Application for Approval as a Title
Lender if the application is for a Supervised or
Nonsupervi sed institution; or

b. Form HUD 92001-LE - Application for Approval as a Title
I Loan Correspondent.

2. Form HUD 92001-LD - Supplenent To Application for Approval as
a Title | Lender.

3. A Certification that the institution is in conpliance with al
HUD/ FHA | ender approval requirenents, and has not been denied
an operating license or otherw se sanctioned by any licensing
or regul atory body.

4. A floor plan and photographs of the office space will be
required when the applicant's address differs fromthe address
in the Departnment's records

5. There is no application fee for the streamnmine nethod of
appr oval

EXPEDI TED PROCESSI NG FOR LOAN CORRESPONDENTS.  Supervi sed Lenders and
Nonsupervi sed Lenders that wi sh to sponsor a Loan Correspondent may
submit the financial institution's application to HUD and receive

expedi ted processing. Under this procedure the Lender Approval and
Recertification Division will rely on the certifications provided by the
sponsor and will expedite the processing of the application. In order to
take advantage of this procedure, a sponsor nust conply with the
fol | owi ng:

Certify that the sponsor has an adjusted net worth of at |east
$1, 000, 000.

REV- 1

Certify that the | oan correspondent's application neets al
requi renents of this handbook

Certify that the accompanyi ng docunmentation is accurate and
conmpl ete and complies with the provisions of Paragraph 3-5C. 4.

Certify that the applicant neets all HUD FHA requirenents for
a Title | Loan Correspondent as set forth in this Handbook and
in 24 CFR 202.3 and 202. 6.

A Sponsor that does not have an adjusted net worth of at |east
$1, 000, 000 or that does not wish to take advantage of expedited
processing may still have its prospective | oan correspondents
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submit applications directly to HUD FHA

SPECI FI C APPROVAL REQUI REMENTS BY LENDER TYPE. Approval requirenents,
application forms and exhibits vary by type of institution. Al forns
nmust be conpl eted and signed by an authorized senior corporate officer.
The foll owi ng paragraphs provide the docunmentation which nust be
submitted for approval consideration, by institution type. Additionally,
the application formcontains a checklist to assist applicants in
assuring that the docunentation noted below is included in the

submi ssi on. Additional docunentation, not included on the checkli st,
may be requested to conplete the processing of the application. This may
be necessary to assure sufficient docunentation or clarification to
confirmconpliance with HUD FHA s requirements.

A.  SUPERVI SED LENDERS. A Supervised Lender is a financial institution
that is a nmenber of the Federal Reserve Systemor an institution
whose accounts are insured by the Federal Deposit Insurance
Corporation or the National Credit Union Adm nistration.

1. PERM SSIBLE LENDI NG ACTI VI TIES. Supervised Lenders may
origi nate, purchase, hold, service and sell Title | direct and
deal er | oans.

2. APPROVAL OF A SUPERVI SED LENDER AS A LOAN CORRESPONDENT. A
financial institution that nmeets HOYFHA' s definition of a
Supervi sed Lender may apply for and receive approval as a Loan
Correspondent type | ender (note Paragraph 1-6C). A supervised
Loan Correspondent can performonly those | ending activities
permitted for Loan Correspondents in Paragraph 3-5C. 1.
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3. TERM NATI ON OF SUPERVI SION. A Supervised institution shall
provide notification to HUD/FHA, at the address noted in
Par agraph 3-2A., within 10 days of the ternmination of its
supervi sion by its supervisory agency.

4. DOCUMENTATI ON REQUI RED FOR APPROVAL. The fol |l owi ng
docunentation nmnust be submtted to the Lender Approval and
Recertification Division at the address noted in 3-2A

a. Form HUD 92001-L - Application for Approval as a Title |
Lender.

b. Form HUD 92001-LD - Supplenment to Application for
Approval as a Title | Lender.

c. A copy of the check for the application fee and a copy of
the transmttal formwhich was attached to the check.
Not e Paragraph 3-2B concerni ng subni ssion of the
application fee.

B. NONSUPERVI SED LENDERS. A Nonsupervi sed Lender is a financial
institution which has as its principal activity the | ending or



investing of funds in nortgages, consuner installnent notes, or
simlar advances of credit, or the purchase of consuner install nent
contracts, and which is not a Supervised or Governnment |nstitution

1. PERM SSIBLE LENDI NG ACTI VI TIES. Nonsupervi sed Lenders may
ori gi nate, purchase, hold, service and sell Title | direct or
deal er | oans.

2. WAREHOUSE LI NE OF CREDI T REQUI REMENT. A Nonsupervi sed Lender
shal |l have and maintain a reliable warehouse line of credit or
ot her fundi ng program acceptable to HUD FHA of not | ess than
$500, 000 for use in originating or purchasing Title | |oans.

3. DOCUMENTATI ON REQUI RED FOR APPROVAL. The foll owi ng
docunent ati on nust be submitted to the Lender Approval and
Recertification Division at the address noted in Paragraph 3-
2A.
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a. Form HUD 92001-L - Application for Approval as a Title
Lender.

b. Form HUD 92001-Lb - Supplenment to Application for
Approval as a Title | Lender

c. Evidence of a warehouse Iine of credit or other funding
program of not |ess than $500, 000.

d. The financial institution's nost recent audited financial
statenments. The financial statenents nust be prepared by
a certified public accountant or |icensed i ndependent
public accountant according to Generally Accepted
Accounting Principles, CGenerally Accepted Auditing
St andards and CGovernnent Auditing Standards. They nust
al so comply wi th HUD Handbook 2000.04 REV-1, Consolidated
Audit Guide for Audits of HUD Prograns. The financia
statenents nust contain a conputation of adjusted net
worth, prepared by the accountant, in accordance with HUD
Handbook 2000.04 REV-1. Refer to Appendix 1 for a list
of unacceptabl e assets.

The audited financial statenents cannot be nore than
twelve nonths old. Wien a |lender's financial statenents
are nore than six nonths old, the | ender nust also submt
a current bal ance sheet and conputation of adjusted net
worth certified to by nanagenent.

e. Photographs of the office space, including pictures of
the financial institution's sign on the front door or
buil ding directory, as appropriate, and a floor plan of
the office space. (This nay be hand-drawn.)
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f. A Residential Mrtgage Credit Report (RMCR) nust be
obtai ned and paid for by the applicant, for each senior
corporate officer and stockhol der owni ng nore than 25% of
the stock. The credit report must be subnmitted to the
Lender Approval and Recertification Division by the
credit bureau without passing through the hands of the
appl i cant.

g. A business credit report for the applicant.

h. A copy of the financial institution's Quality Contro
Plan or a copy of the Checklist in Appendix 2. |f the

9/ 95
3-5

checklist is submitted, it nust be accomnpani ed by a
certification by a senior corporate officer that the
Quality Control Plan neets the requirenents discussed in
Chapter 6 of this Handbook.

i. A copy of the check for the application fee and a copy of
the transmittal formwhich was attached to the check
Not e Paragraph 3-2B concerni ng subnission of the
application fee.

j. Resunes of senior corporate officers and stockhol ders
owni ng nore than 25% of the stock of the company.

k. A copy of the financial institution's state operating
license or a certification that the state has no
i censing requirenent.

I. Acertification that the financial institution is not
currently under administrative sanction by any federa
agency or state in which it does business.

C. LOAN CORRESPONDENTS. A Loan Correspondent is a financial
institution approved by HUD)FHA to originate Title |I direct |oans
only for sale or transfer to a sponsoring financial institution
which holds a valid Title I Contract of Insurance and is not under
suspension. A |l oan correspondent rmay be either a Nonsupervised or
Supervised institution

1

PERM SSI BLE LENDI NG ACTIVITY. Loan Correspondents nmay
originate only Title | direct loans for sale or transfer to a
Sponsor which holds a valid Contract of |nsurance and is not
under suspension. Loan Correspondents may not hold or service
Title | loans and may not report Title | | oans for insurance.

Loan Correspondents nmust originate, close and fund |loans in
their own name. Loan Correspondents are expected to process
their applications as well, however, Sponsors ace pernitted to
process | oans for their Loan Correspondents.



2. SPONSORI NG LENDER.  The Sponsor shall be responsible to the
Departnent for the actions of its Loan Correspondents in the
origination of Title | loans. There is no limtation on the
nunber of Sponsors a Loan Correspondent may have. Once
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initially approved, a Loan Correspondent nay add additiona
Sponsors followi ng the procedures in Paragraph 5-4.

3.  SPONSCR PROVI DED FUNDI NG PROGRAM A Loan Correspondent shal
have and nmaintain a reliable funding programfrom an approved
Sponsor. The Loan Correspondent nust submit with its
application package a letter fromits Sponsor describing the
program The Sponsor must agree to purchase all Title | |oans
originated by the Loan Correspondent OR at |east $500,000 in
| oans annually if such quantity is presented for purchase.

4. DOCUMENTATI ON REQUI RED FOR APPROVAL. The foll ow ng
docunent ati on nust be subnitted to the Lender Approval and
Recertification Division at the address noted in Paragraph 3-
2A.

a. Form HUD 92001-LE - Application for Approval as a Title
I Loan Correspondent.

b. Form HUD 92001-LD - Supplenent to Application for
Approval as a Title | Lender

c. EBEvidence of a funding program

d. The loan correspondent's nost recent audited financia
statenents. The financial statenents nust be prepared by
a certified public accountant or |icensed i ndependent
public accountant according to Generally Accepted
Accounting Principles, Generally Accepted Auditing
St andards and Governnent Auditing Standards. They nust
al so comply with HUD Handbook 2000.04 REV-1, Consolidated
Audit Quide for Audits of HUD Prograns. The financia
statements nust contain a computation of adjusted net
worth, prepared by the accountant, in accordance with HUD
Handbook 2000.04 REV-1. Refer to Appendix 1 for a list
of unaccept abl e assets.

The audited financial statenments cannot be nore than
twel ve nonths old. Wen a financial institution's
financial statenents are nore than six nonths old, the
financial institution nmust also submt a current bal ance
sheet and conputation of adjusted net worth certified to
by managenent .
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Phot ographs of the office space, including pictures of
the Loan Correspondent’'s sign on the front door or

buil ding directory, as appropriate, and a floor plan of
the office space. (This may be hand-drawn.)

A Residential Mrtgage Credit Report (RMCR) nust be
obt ai ned and paid for by the applicant, for each senior
corporate of ficer and stockhol der owni ng nore than 25% of
the stock. The credit report nust be subnitted to the
Lender Approval and Recertification Division by the
credit bureau wi thout passing through the hands of the
appl i cant.

A business credit report for the applicant.

A copy of the financial institution's Quality Control
Plan or a copy of the Checklist in Appendix 2. |If the
checklist is submitted, it nust be acconpanied by a
certification by a senior corporate officer that the
Quality Control Plan meets the requirenents discussed in
Chapter 6 of this Handbook.

A copy of the check for the application fee and a copy of
the transmttal formwhich was attached to the check
Not e Paragraph 3-2B concerni ng subnission of the
application fee.

Resunes of senior corporate officers and stockhol ders
owni ng nore than 25% of the stock of the conpany.

A copy of the financial institution's state operating
license or a certification that the state has no
i censing requirenent.

A certification that the financial institution is not
currently under administrative sanction by any federa
agency or state in which it does business.

A certification that the financial institution is not
currently under administrative sanction by any federa
agency or state in which it does business.

A financial institution that neets the definition of a

Supervi sed Lender and is requesting HUD FHA approval as
a Loan Correspondent nust submit only Fornms HD 92001-LE
and LD, the application fee and the transnmittal form
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D. GOVERNVENTAL | NSTI TUTIONS. A CGovernnental Institution is a



Federal , State or nunicipal agency, a Federal Reserve Bank, a
Federal Hone Loan Bank, the Federal National Mortgage Associ ation
or the Federal Hone Loan Mrtgage Corporation

1

PERM SSI BLE LENDI NG ACTIVITIES. Governnental Institutions may
ori gi nate, purchase, hold, service and sell Title | |oans.

APPLI CATION FEE. There is no application fee for Government al
Institutions.

EXPERI ENCE REQUI REMENT.  Par agraph 2-9A requires a mini num of
three years experience in consuner |ending by a senior
corporate officer. In order to neet this requirenent,
CGovernment Institutions may identify a senior staff person who
has this | evel of experience.

DOCUMENTATI ON REQUI RED FOR APPROVAL. The fol |l owi ng
docunent ati on nust be subnitted to the Lender Approval and
Recertification Division at the address noted in 3-2A

a. Form HUD 92001-L - Application for Approval as a Title
Lender.

b. Form HUD 92001-LD - Supplenment to Application for
Approval as a Title | Lender

c. Resune(s) of senior staff person who will be dealing with
the Department on behalf of the Governmental Institution

E. I NVESTI NG LENDERS. An Investing Lender is a financial institution,
including a charitable or nonprofit organization or pension fund,

t hat

is approved by HUD/ FHA to purchase, hold, and sell Title

| oans.

1
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PERM SSI BLE LENDI NG ACTIVITIES. An Investing Lender may only
purchase, hold and sell Title | loans. |t may not originate
Title | loans in its own nane, and it nay not service such

| oans except with the prior approval of the Departnent.

FUNDI NG ARRANGEMENT.  An I nvesting Lender nust have, or have
made arrangenents for, funds sufficient to support a
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proj ected investnent of at |east $1, 000,000 in property
i nprovenent or manufactured hone | oans.

STAFFING. In lieu of the staffing and facilities requirenents
di scussed in Chapter 2 of this Handbook, an Investing Lender
shal | have officers or enployees who are capabl e of managi ng
its activities in purchasing, holding, and selling Title

| oans.

SERVICING  An Investing Lender nmay not directly service |oans
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which it holds except with the prior approval of the
Departnment. However, it nust ensure that all Title | loans it
hol ds are serviced through contractual or other arrangenents
with another financial institution holding a valid Title
Contract of |nsurance.

5. REQUI RED DOCUMENTATI ON. The foll owi ng docunentati on nust be
submitted to the Lender Approval and Recertification Division
at the address noted in 3-2A

a. Form HUD 92001-L - Application for Approval as a Title
Lender.

b. Form HUD 92001-LD - Supplenment to Application for
Approval as a Title | Lender

c. Evidence the financial institution has arranged for funds
sufficient for an investnent of at |east $1,000,000 in
property inprovement or manufactured home | oans.

d. Resunes of senior corporate officers and stockhol ders
owni ng nore than 25% of the stock of the conpany.

e. A copy of the financial institution's state operating
license or a certification that the state has no
i censing requirenent.

f. Acertification that the financial institution is not
currently under administrative sanction by any federa
agency or state in which it does business.

NONPROFI T ORGANI ZATI ONS.  Organi zations classified by a Federal, State
or munici pal agency, as a nonprofit group, may apply to participate in
the Title | |oan program as a Nonsupervi sed Lender, Loan Correspondent
or Investing Lender. Al general approval requirenents noted in Chapter
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2 and the specific requirements noted in this Chapter, apply to
nonprofit organizations.

A.  DOCUMENTATI ON REQUI RED FOR APPROVAL. The docunentation required by
Par agr aphs 3-5B3, 3-5C4 or 3-5E5 (whichever is appropriate) nust be
submitted to the Lender Approval and Recertification Division at
the address noted in 3-2A. In addition to the docunents required
under the applicable | ender type, nonprofit organizations nust
submit evidence of their nonprofit approval or status by the
appropriate governnental authority.

B. APPLI CATION FEE. There is no application fee for nonprofit
organi zati ons.

C. EXPERI ENCE REQUI REMENT. Paragraph 2-9A. requires a m ni num of
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three years experience in consuner |ending by a senior corporate
officer. In order to neet this requirenent, nonprofit

organi zations may identify a senior staff person who has this |eve
of experience.

PARTNERSHI PS. A partnership seeking approval as a financial institution
nmust include the follow ng docunents with its application package in
addition to the docunentation for the particular |ender type for which
it is seeking approval

A.  The nanes of all general partners

B. The identity of the designated managi ng general partner. The
officers and directors of the managi ng general partner nust be
listed on the appropriate application form

C. A statenent explaining the principal business activity of the
managi ng general partner

D. A copy of the partnership agreement or a certification that the
agreenent neets the requirenents of Paragraph 2-3A of this
Handbook. The Departnent reserves the right to require subm ssion
of the agreenment if it is deemed necessary.

LIMTED LIABILITY COWPANIES. An LLC seeking approval as a financia
institution nust include the follow ng docunents with its application
package in addition to the docunentation for the particular |ender type
for which it is seeking approval
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A. Alist of all menbers of the LLC having a 25% or nore interest in
the LLC

B. The nane of the managi ng nenber. The officers and directors of the
manager, if any, nust be listed on the appropriate application
form

C. If the manager is a corporation or partnership, include a statenent
explaining its principal business activity.

D. A copy of the articles of organization.

FICTITIOQUS OR "DO NG BUSI NESS AS'" NAME. If a financial institution or
any of its branch offices is using a fictitious name, or a "Doing

Busi ness As" (DBA) name, it nust subnmit a copy of the DBA statenent or
assunmed nane certificate filed with the State as part of the |ender
approval application. The |ender's real nane nust be on all |ega
docunents associated with individual |oans.
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